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A Sudy on the Innovation of Family
Farming Institutions in China

Abstract

The innovation of the peasant family yield responsibility system in ear-
lier 1980 s has made family farm become the main micro - body of agricul-
ture in China Chinas agricultural development not only needs to economize
the production cost and improve the productive efficiency of family farming
but also needs to economize its transaction costs and improve its institutional
efficiency. As a series of regularized transaction relationships with the nexus
of family farm the efficiency characteristics of family farming institutions

FFl  are directly related to China s agricultural commercialization and
modernization under the system of socialist market economy. In asense the
fundamental outlet for Chinese agriculture lies in the innovation of FFI in or-
der to economize the transaction costs and raise the ingtitutional efficiency of
family farming.

This dissertation includes three parts with eleven chapters. The first
part from chapter 1 to chapter 4 is for theory and history. The purpose of
this part is to explore the rudimental principles of institution and its innova
tion academically explicate the concept category of FFlI as an object of
study analyze and summarize characteristics and genera rules of the histor-
ical change of FFI in order to draw lessons from the history and lay a theo-



retical foundation for the efficiency analysis and innovation design of FFI.
The author believes that FFl is a relatively independent concept of family
farm or family farming. It is necessary to make room for FFI in the concept
system of economics. The key reason that family farm which has have sev-
era thousand years of history has met the needs of national economic de-
velopment and ceaselesdly increasing population for agricultural products is
the effective innovation of FFl so as to realize the patential income from divi-
sion of labor and specialization of production in agriculture. The innovation
Chinas peasant family yield responsibility system has fur ther verified that
the innovation of farming ingtitutions is an important source of agricultural
devel opment.

Part 2 is reality and problems. This part is set up for analyzing the
drawbacks of FFl in practice and their efficiency characteristics scientifi-
cally expounding and proving the main micro- body of Chinas agriculture in
the 21 century so as to lay a practical foundation and a clear - cut prerequi-
site of knonedge. Fdlowing the tradition of the new institution economics
the author has made efficiency analyses on three categories of FFI separately
before a conclusion is to be draan that the gradually sharpened contradiction
between the need of socialist market economy for the increase of the ingtitu-
tional efficiency of family farming and the present situation of the efficiency
not only indicates that the peasant family yield responsibility system which
ever played an extremely important rale in Chinas agricultural devel opment
has fulfilled its own historical mission and put forth an adbjective requirement
of being replaced by a new form of system but aso indicates the necessary
of the comprehensive innovation of FFI. The historical experience and the
result of empirical analysis have shown that the comparative advantage of su-
perintendent cost inside family farm make it a certainty for family farm to be
an effective tod for agricultural modernization. Te agricultural devel opment
of the 21 - century in China must stick to the main micro - body of family
farm. However the establishment of the main micro- body of family farmis



only a prerequisite for agricultural modernization. Fundamentally speaking
Chinas agricultural development in future depends on the steady improve-
ment and the timely innovation of FFI.

The third part from chapter 7 to chapter 11 is designated by a title of
design and operation. In this part an overall design has been made for the
target models the concrete contents the operation strategies and the refor-
ming procedure of the FFI innovation in order to provide a whole set of real-
istic scheme for the innovation practice. The author believes that the general
aim for the innovation of FFI is to establish a structure of FFI with explicit
property rights operation on farmers themselves scientific decision - mak-
ing and rational burdens on farmers shoulders. For the realization of this
lofty aim it is necessary to separate government administration from peas-
ants cooperative management normalize cooperative behaviors in agricul-
ture pursue a new taxation on family farm and trade liberalization for farm-
ers on the basis of permanent farming land rent system under state owner-
ship. All the innovation could be divided into 3 stages according to the focal
point of the work and the coherence of the ingtitutions. It is strongly sugges-
ted to pay much attention to the innovation strategies such as establishing
government orientation building up peasant padlitical organizations whaly
forwarding and implementing step by step making experiments before
spreading timely providing supplementary countermeasures and perfecting
surroundings for the functioning of the new institutions so as to ensure the
smoothly going of the innovation.
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